^p 


Regional  Transportation  Authority 


QUARTERLY  BUDGET  REVIEW 
and  FINANCIAL  REPORT 

For  the  Fourth  Quarter  and 
the  Twelve  Months  ended 
December  31, 1985 


TRAfiSPOSTsTiCr!  LlSS/ifiy 

— m'ESTERN  UNivr'— • 


February  25, 1986 


^ 


Regional  Transportation  Authority 


QUARTERLY  BUDGET  REVIEW 
and  FINANCIAL  REPORT 

For  the  Fourth  Quarter  and 
the  Twelve  Months  ended 
December  31, 1985 


TRSNSPOSTATiO?!  LISSARy 


Cp    3 


NORTHWESTERN  UNIVERSIT/ 


February  25,1986 


'™"»'l" msw  u  iilili;il<j|llf|j|j,jUl||| 

3  5556  030  940670 


REGIONAL  TRANSPORTATION  AUTHORITY 

QUARTERLY  BUDGET  REVIEW  AND  FINANCIAL  REPORT 

FOR  THE  FOURTH  QUARTER  AND  TWELVE  MONTHS  ENDED  DECEMBER  31,  1985 


RS3Sn 


'?' 


REGIONAL  TRANSPORTATION  AUTHORITY 
REPORT  SLMMARY 


The  Fourth  Quarter  financial  results  found  the  regional  system  meeting,  or 
operating  favorably,  to  all  major  budgetary  guidelines  with  the  exception  of 
Total  Regional  Revenues,  which  were  1.9%  or  $4.7  million  unfavorable. 
However,  this  is  attributable  to  the  unfavorable  variance  of  RTA  Revenues  of 
6.1%  or  $8.2  million.  An  explanation  of  this  variance  is  found  on  page  28  in 
the  report. 

As  a  whole,  the  regional  system  generated  $243.4  million  in  revenue  against 
$233.9  million  in  expenses.  Deficit  funding  was  $116.9  million  which  was  $5.0 
million  or  4.1%  lower  than  the  budgeted  limit. 

Revenues  directly  related  to  operations  resulted  in  a  system  revenue  recovery 
ratio  of  51.54%  before  application  of  prior  year  carryover  and  53.10% 
after.  These  results  exceeded  the  goal  of  49.66%  and  50.74%  respectively. 

All  operating  divisions  operated  favorably  to  budget  in  both  expenses  and 
public  funding.  Fourth  Quarter  funding  results  for  the  operating  divisic«is 
and  the  region  as  a  whole  are  summarized  below. 


Deficit 
Funding 
($000) 

Chicago 
Transit 
Authority 

Ccmmuter 

Rail 
Division 

Suburban 

Bus 
Division 

Region 

Actual 

$  73,915 

$  27,691 

$  11,481 

$ 

116,911 

Budget 

74,955 

30,442 

12,738 

121,922 

Variance 

$   1,040 

$   2,751 

$   1,257 

$ 

5,011 

% 

1.4% 

9.0% 

9.9% 

4.1% 

Recovery 

Ratio 
carryover 

52.09% 

54.25% 

28.94% 

51.54% 

without  ( 

For  the  twelve  months  Year-To-Date  the  system  performed  favorably  to  all  major 
budgetary  guidelines  with  the  exception  of  a  .5%  unfavorable  variance  for  RTA 
Revenues . 

Total  Revenues  for  the  Year-To-Date  were  $931.9  million  and  Total  Expenses 
were  $896.8  million.  These  numbers  were  favorable  to  budget  by  1.1%  and 
2.7%  respectively.  Public  Funding  required  was  favorable  to  budget  by 
$38.1  million  or  7.8%.  Year-To-Date  funding  results  for  the  operating 
divisions  and  the  region  as  a  whole  are  sumnarized  below. 


Deficit 
Funding 
($000) 

Chicago 
Transit 
Authority 

Conmuter 

Rail 
Division 

Suburban 

Bus 
Division 

Region 

Actual 

$290,292 

$106,631 

$43,304 

$451,912 

Budget 

309,575 

120,550 

48,252 

490,037 

Variance 

$  19,283 

$  13,919 

$  4,948 

$  38,125 

% 

6.2% 

11.5% 

10.3% 

7.8% 

Recovery 

Ratio 
:arryover 

50.54% 

55.60% 

29.34% 

50.64% 

without  < 
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This  report  was  compiled  by  the  Budget  Analysis  and  Financial  Reporting  staffs 
of  the  RTA  to  satisfy  Section  4.11  of  the  amended  RTA  Act.  Section  4.11 
requires  each  Service  Board  to  report  its  financial  condition  and  results  of 
operations  to  the  Authority  on  a  quarterly  basis.  The  Board  of  the  RTA  must 
then  determine  if  the  unaudited  results  are  substantially  in  accordance  with 
the  Service  Boards'  budgets. 

The  RTA  compiled  the  Fourth  Quarter  results  based  an  the  reports  submitted  by 
the  three  service  divisions.  Because  purchase  of  service  agreements  and 
financial  assistance  grant  agreenents  permit  up  to  60  days  for  financial 
reporting,  the  use  of  reasonable  estimates  are  necessary  and  such  estimates 
are  so  indicated . 

Although  this  r^xart  contains  year  end  and  twelve  months  results  for  1985,  all 
such  results  are  unaudited  ard  should  be  considered  as  subject  to  change. 
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QUARTERLY  BUDGET  REVIEW 

OVERALL  COMMENTS 

The  data  presented  in  this  Quarterly  Budget  Review  has  been  refined  to  enhance 
its  usefulness  for  comparing  and  evaluating  the  actual  operating  performance 
results  of  particular  individual  months.  This  unaudited  data,  therefore, 
differs  somewhat  from  that  presented  in  the  Basic  Financial  Statements  found 
later  in  this  report.  That  data  is  taken  directly  from  the  RTA's  general 
ledger  accounting  records. 

Internal  accounting  and  budgetary  control  considerations  necessitate  the 
consistent  use  of  timely  cut-off  dates  for  recording  information  into  the 
general  ledger  records  of  particular  months.  This  sometimes  means  that 
operating  results  are  recorded  in  the  general  ledger  records  of  a  month 
subsequent  to  the  month  in  which  the  results  occurred.  The  data  in  this 
Quarterly  Budget  Review  have  been  adjusted  to  offset  the  effects  of  any  such 
cut-off  consequences.  Operating  months  are  uniformly  reported  in  the  months 
in  which  they  occurred.  Differences  in  reported  operating  results  for 
particular  individual  months  reflect  differences  in  the  timing  of  bookkeeping 
procedures  from  one  month  to  another. 

Results  for  the  Fourth  Quarter  are  displayed  graphically  and  followed  by 
budget  reports  for  the  system,  each  of  the  Divisions  and  the  RTA. 
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FOURTH  QUARTER  BUOGET  REVIEW 

Chicago  Transit  Authority  -  CTA 

Passenger  revenues  were  favorable  by  0.3%  in  the  Fourth  Quarter  due  to  an 
increase  in  ridership.  The  28.6%  favorable  variance  in  Other  Revenues  for  the 
Fourth  Quarter  is  largely  attributable  to  interest  earned  from  grant 
anticipation  notes. 

Operating  expenses  were  unfavorable  to  budget  by  1.4%  in  the  Fourth  Quarter. 
Labor  expenses  were  unfavorable  by  0.4%  largely  due  to  the  implementation  of 
the  arbitration  award.  This  includes  the  payment  of  employee  bonuses  and  the 
increased  wage  rate  on  12/1/85,  but  this  was  partially  offset  by  the  reduced 
pension  contribution.  Also  contributing  to  the  unfavorable  labor  variance 
were  positions  added  in  late  1985  to  improve  vehicle  reliability  and 
cleanliness  and  increased  administrative  positions. 

Materials  expense  was  unfavorable  by  10.3%  in  the  Fourth  Quarter,  which  is 
mostly  due  to  a  $900,000  write-off  for  obsolescence.  Also  contributing  were 
two  maintenance  problems  which  CTA  experienced  all  year.  These  problems  were 
the  replacement  campaign  for  VSI-type  bus  transmissions  and  the  replacement  of 
gear  cases  on  Series  2000  and  2200  rapid  transit  cars.  However,  the  latter 
will  not  be  a  problem  for  the  operating  budget  next  year  since  CTA  will  fund 
gear  box  replacements  out  of  surplus  1985  funds. 

Fuel  costs  were  under  budget  in  the  Fourth  Quarter  by  4.3%.  This  favorable 
variance  is  attributable  to  a  favorable  price  variance  and  slightly  lower  fuel 
consumption.  Electric  Power  costs  vjere  favorable  by  6.7%  due  to  a  lower  fuel 
adjustment  factor. 

All  Other  Expenses  were  unfavorable  by  9.7%  in  the  Fourth  Quarter.  This  is 
primarily  attributable  to  the  cost  of  special  service  contractors  and  costs 
associated  with  the  Revenue  Anticipation  Notes.  However,  we  are  still 
analyzing  the  rather  significant  unfavorable  variance  in  December  for  All 
Other  Expenses . 

The  overall  Fourth  Quarter  results  represent  a  decline  from  the  Third  Quarter 
performance.  Although  the  Fourth  Quarter  deficit  comparison  does  reflect  a 
positive  fund  variance  of  $1.7  million,  or  1.4%.  The  actual  recovery  ratio 
was  52.1%,  or  1.1%  greater  than  the  budgeted  51.0%  ratio. 

Revenues  for  the  year  were  over  budget  due  primarily  to  interest  revenue 
realized  from  grant  anticipation  notes,  favorable  passenger  revenues  and 
favorable  All  Other  Revenue.  Expenses  were  under  budget  due  to  favorable 
labor  expenses,  energy  costs  and  All  Other  Expenses.  The  combination  of 
favorable  expenses  and  favorable  revenues  resulted  in  a  rather  substantial 
favorable  variance  in  CTA's  deficit  of  $19.3  million  or  6.2%  for  1985.  The 
actual  recovery  ratio  (no  carryover)  in  1985  was  50.54%  compared  with  a 
budgeted  ratio  of  48.40%.  In  order  to  bring  their  recovery  ratio  to  the 
mandated  50.56%  level,  CTA  used  $118,000  in  carryover. 
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FOURTH  QUARTER  BUDGET  REVIEW 


Ccmmuter  Rail  Division  -  Metra 

Metxa's  Fourth  Quarter  performance  continued  favorable  trends.  Total  revenues 
of  $32.0  million  were  $.8  million  or  2.4%  above  budget  and  total  expenses  of 
$59.7  million  were  $2.0  million  or  3.2%  under  budget.  Deficit  requirement  was 
$2.8  million  or  9.0%  below  budget.  Actual  recovery  ratio  of  54.25%  exceeded 
the  budgeted  ratio  of  51.19%. 

While  the  system-wide  passenger  revenue  is  slightly  ahead  of  the  budget,  the 
BN  and  CNW  showed  moderate  unfavorable  passenger  revenue  variance  due  to  the 
fare  demonstration  program.  NIRC's  favorable  other  revenue  variance  of  $.6 
millico  was  the  major  contributing  factor  of  the  favorable  revenue  variance. 

With  the  exception  of  CSS  and  NIRC,  all  carriers  reported  favorable  operating 
expense  variances  for  the  Fourth  Quarter.  CSS's  unfavorable  expense  variance 
is  influenced  primarily  by  the  higher  General  and  Administration  expense  and 
Insurance  Cost.  NIRC's  higher  operating  expense  in  the  Fourth  Quarter 
reflects  the  catching  ip  of  projects  which  were  deferred  in  its  prior  periods. 
Other  carriers'  favorable  variances  which  were  generated  from  the  labor  cost 
savings,  lover  fuel  cost  and  lower  health  and  welfare  cost,  were  partially 
offset  by  the  unfavorable  energy  power  cost.  The  major  favorable  operating 
expense  variances  are  attributable  to  BN  ($1.3  million),  CNW  ($.8  million)  and 
lOG  ($1.9  million) . 

For  twelve  months  of  1985,  revenues  vere  $5.0  million  or  4.0%  over  budget  and 
expenses  were  $8.5  millicx)  or  3.5%  lov^r  than  budget.  Funding  requirement  was 
$13.7  million  or  11.4%  under  budget  (including  capital  improvement  of  $.2 
million  which  was  budgeted  but  no  actual  expenditure  reported) .  Actual 
recovery  ratio  of  55.60%  exceeded  the  budgeted  ratio  of  51.55%. 
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FOURTH  QUARTER  BUDGET  REVIEW 

Suburban  Bus  Division  -  Pace 

Pace  was  slightly  unfavorable  to  the  budgeted  Total  Revenue  amount  for  the 
Fourth  Quarter  by  $31,838  or  .7%.  Funded  carriers  and  paratransit  recorded 
unfavorable  revenue  variances  due  primarily  to  the  delayed  implementation  of 
new  services  budgeted  for  operaticn  in  the  Fourth  Quarter  and,  in  some  cases, 
ridership  failing  to  meet  expectations. 

Total  Expenses  during  the  Fourth  Quarter  for  Pace  v^ere  favorable  to  budget  by 
$1.3  million  or  7.4%.  Contributing  to  this  were  favorable  variances  for 
paratransit  of  23.1%,  funded  carriers  7.3%  and  contract  carriers  5.4%. 
Paratransit,  funded  carriers  and  contract  carriers  attribute  their  favorable 
variances  largely  to  delays  in  service  implementation.  However,  some  carriers 
achieved  favorable  expense  variances  through  increased  efforts  focusing  on 
cost  control,  alcng  with  benefits  derived  through  recently  negotiated  labor 
contracts  with  major  carriers.  Fuel  and  central  support  both  recorded 
favorable  expense  variances  but  insurance  continued  to  perform  unfavorably  to 
budget.  Administrative  expenses  were  favorable  by  $336,087  or  15.6% 
reflecting  the  lower  than  budgeted  staffing  levels  employed  by  Pace. 

The  deficit  funding  required  by  Pace  for  the  Fourth  Quarter  was  9.9%  favorable 
to  budget  or  $1.3  million.  The  recovery  ratio  for  the  Fourth  Quarter  was 
28.94%,  favorable  to  the  budgeted  ratio  of  26.84%. 

For  the  twelve  months  Year-To-Date,  Total  Revenues  were  favorable  to  budget  by 
$174,950  or  1.0%.  Total  expenses  were  favorable  to  budget  by  $4.7  million,  or 
7.1%.  The  favorable  performances  of  Year-To-Date  revenue  and  expense  items 
resulted  in  a  10.3%  positive  deficit  level  to  budget,  or  $4.9  million.  The 
Year-To-Date  recovery  ratio  was  29.34%  compared  with  a  budgeted  ratio  of 
26.70%. 
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FOURTH  QUARTE3^  BUDGET  REVIEW 

Regional  Transportation  Authority  -  RTh 

The  RTA  Total  Revenues  for  the  twelve  months  Year-To-Date  of  1985  were 
slightly  unfavorable  to  budget  by  .5%  or  $2.2  million.  This  variance  is 
largely  attributable  to  a  1.1%,  or  $3.7  million  unfavorable  performance  of  the 
Retail  Sales  Tax.  It  is  important  to  note  that  the  State  of  Illinois  has 
encountered  delays  in  releasing  the  actual  monthly  collections  and  is 
supplying  the  RTA  with  monthly  estimates.  The  reliability  of  these  estimates 
is  difficult  to  assess  and  it  is  not  known  whether  adjustments  will  be 
material.  RTA  is  advised  that  the  situation  will  be  resolved  within  thirty 
days. 

The  unfavorable  variance  of  $62,000  or  10.4%  for  Other  Grants  and 
Reimbursements  stems  from  a  smaller  share  of  UWP  funds  allocated  to  RTA  than 
was  projected  at  the  outset  of  ET85.  The  other  unfavorable  revenue  variance, 
is  Motor  Fuel  Sales  and  Use  Tax  of  $100,000  and  100%.  Although  no  revenue 
was  recorded  in  1985,  a  small  receipt  is  now  expected  in  1986. 

Total  RTA  Expenses  finished  the  twelve  months  Year-To-Date  with  a  positive 
variance  to  budget  of  $38.2  million  or  7.8%.  The  major  expense  categories  of 
Grants  to  Divisions,  RTA  Administration  and  Other  Expoise  items  all  performed 
favorable  to  budget. 

The  Operating  Grants  to  Divisions  were  favorable  to  budget  by  $37.2 
million  or  7.8%.  This  variance  is  attributable  to  the  three  Service  Divisions 
requiring  less  public  funding  due  to  continued  revenue  growth  and  lower 
expenses. 

RTA  Administration  expenses  were  favorable  to  budget  by  11.9%  or  $714,000. 
Most  major  categories  performed  favorably  including: 

o  Utilities  were  56.7%  or  $98,000  due  to  a  "shared"  bill  payment  method 
used  by  the  landlord  pending  installation  of  meters.  Payments  by  Metra 
and  Pace  for  their  portion  of  the  bills  at  RTA's  previous  office  also 
contributed . 

o  Telephone  was  37.0%  due  principally  to  the  capitalization  of  many  oosts 
associated  with  the  purchase  and  installation  of  new  equipment. 

o  Fringe  Benefits  were  25.8%  or  $207,000  continuing  a  trend  established 
earlier  this  year  reflecting  adjustments  to  pension  contributions  and 
favorable  modifications  of  medical  insurance  premiums. 

o  Salaries  and  Wages  were  15.8%  or  $453,000  due  to  the  maintenance  of 
staff  levels  below  the  authorized  count,  and  the  receipt  of  UWP  money  in 
the  Fourth  Quarter  which  included  prior  periods  reimbursement. 

o  All  Other  Accounts  were  9.6%  or  $67,000  attributable  to  positive 
performance  of  supplies  expenses,  facilities  renovation  and  other 
support  services. 
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Unfavorable  variances  to  budget  for  the  Year-To-Date  were  recorded  for  the 
following  categories: 

o  Data  Services  were  47.7%  or  $62,000  reflecting  greater  than  projected 
'  usage  in  compiling  RTA  financial  statements  and  related  information. 

o  Legal  Services  were  17.8%  or  $49,000  due  to  the  resolution  of  legal 
'«  issues  concerning  the  RTA  budget  in  the  Third  and  Fourth  Quarter. 

o  Other  Consulting  Services  were  6.2%  or  $38,000  attributable  to  the 
timing  and  billing  of  services  related  to  the  RTA  Strategic  Plan. 

Noteworthy  among  the  other  expense  items  is  the  favorable  variance  in 
Transition  Cost  of  58.4%  or  $66,000,  due  to  favorable  negotiations  and 
capitalization  of  applicable  items . 

UWP  was  favorable  by  36.0%  or  $187,000  reflecting  a  delay  in  the  processing  of 
these  expenses. 

Ridership  Information,  Marketing  and  Fare  Demonstration  expenses  were  13.6%  or 
$381,000  favorable  for  the  Year-To-Date  due  largely  to  a  positive  variance  of 
I      $298,000  or  99.4%  in  Fare  Demonstration  reflecting  a  lag  in  service 
implementation. 
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